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EDITORIAL DEPARTMENT NOTE 


The National Industrial Recovery Act was passed by the United States 
House of Representatives on May 26, 1933. As we go to press it is in 
the hands of the Senate Finance Committee, where some debate is expected 
over inclusion of a feature empowering the Federal Government to force 
into line any members of industrial groups who may be unwilling to take 
part in voluntary agreements. The labor feature of the Act will undoubt- 
edly be a point of argument as will also the importation of competitive 
goods at low prices. However, the early passage of the Act is expected, 
in such form as to retain its main features, and with its passage there will 
be placed before all branches of the accounting profession greatly increased 
opportunities and responsibilities. In this issue of our Bulletin we are endeav- 
oring to present some idea of the significance of this proposed legislation to 
the accountant and to point out some of the opportunities and responsibilities 
its passage will bring. An attempt is made to offer some definite advice 
for immediate action and to outline a general plan of procedure. That is 
all that is possible at this time. Scores of trade associations are laying the 
— for constructive activity just as soon as the Bill shall have been 
enacted. 

Edw. Wm. Krueger, the author of the first paper, has spent many years 
in general and industrial accounting work. His industrial experience covers 
a wide range including the following industries: mechanical springs, metal 
trades, woodworking, printing, paper specialties, mining, candy, paper boxes, 
electrical products, leather, machine shops, construction, paints and lacquers, 
forging, foundries, canneries, knitting, etc. During the World War Mr. 
Krueger served as pilot in the Aviation Corps of the U. S. Army. He is a 
member of the American Institute of Accountants, American Society of 
Certified Public Accountants, and the Illinois Society of Certified Public 
Accountants. A resident of Chicago, he is a member of the Chicago Chapter 
of the N. A. C. A., of which Chapter he was President, 1931-32. He is a 
lecturer on Industrial Accounting at the Walton School of Commerce. 

As a supplement to the first paper we are reprinting, through the courtesy 
of the Chamber of Commerce of the United States, a “Summary of Pro- 
posed National Industrial Recovery Act as Passed by the House of Rep- 
resentatives, May 26, 1933,” and “Provisions of Industrial Codes and Agree- 
ments.” After the Bill is enacted in its final form, dependable information 
will become available immediately. It is highly important that every 
accountant familiarize himself with the law and determine for himself how 
it will affect him and his business. 
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AN OUTLINE OF THE PRACTICAL APPLICATION 
TO INDUSTRY OF THE PROPOSED NATIONAL 
INDUSTRIAL RECOVERY ACT 


By Edw. Wm. Krueger, C.P.A., Partner 
Walton, Joplin, Langer & Co., Certified Public Accountants, 
Chicago, Ill., and New York, N. Y. 


penn main purposes of the proposed National Industrial Re- 

covery Act are to reduce unemployment, provide fair wages 
and working conditions for labor and assure capital a fair return 
on its investment. Ultimately these purposes can only be at- 
tained by the establishment and maintenance of fair prices for 
commodities. Fair commodity prices are based upon sound cost 
accounting principles. In other words this proposed act is national 
recognition of the importance of cost accounting to industry and 
to the nation. 

It may be somewhat presumptuous on the writer’s part to at- 
tempt to outline the practical application of an act which has not 
become law at the present writing. The proposed act is quite 
different from the ordinary laws which prescribe definite rules 
and regulations. It gives the President wide power to accomplish 
certain definite objectives, leaving him wide discretionary power 
to attain them and vests him with the right to delegate his 
authority. My analysis of the application of this law is not based 
on the legal interpretation of this act; it is based on the Adminis- 
tration’s program for prompt industrial recovery and the indicated 
plan for the administration of the Act when it becomes law. 

Comments have been made that this law is the advent of 
Socialism or Communism. An analysis of the facts does not 
support this contention. For a number of years business has been 
subject to the provisions of the Sherman Anti-Trust Law. The 
purpose of this anti-trust law was to prevent the formation of 
monopolies and to protect the buying public from unreasonable 
prices. This business depression has taught us that producers, 
sellers and labor must be protected from price slashing and con- 
sequent wage cutting which have been so destructive of purchas- 
ing power and which placed an unwarranted burden on labor and 
business. It appears more likely that the new act is to give in- 
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dustry an opportunity to correct many of the evils resulting from 
the severe provisions of the Sherman Anti-Trust Law, from whose 
provisions the proposed act is to be specifically exempted. 

The proposed law offers each industry the opportunity to gov- 
ern itself, with only general governmental supervision to prevent 
abuse. A minimum labor rate, maximum hours, and a standard 
of working conditions will be prescribed by the Government as 
a starting point. Each industry will be permitted to formulate 
its own rules and regulations. The law provides adequate meas- 
ures to deal with recalcitrant minorities, and other violators. If 
an industry fails to avail itself of this opportunity, the Govern- 
ment may prescribe rules and regulations for that industry. The 
goal sought under the regulatory provisions of this act is the 
development of a smoothly and continuously working industrial 
organization for the Nation, through Government cooperation. 
The effective administration of this proposed law falls upon each 
industry or its trade association. Most trades are now repre- 
sented by trade associations and others are organizing. The action 
of each industry must be truly representative of that trade. 


1. Administration of Law 

The law is to be administered by the President or his authorized 
agents. Recent developments indicate that this law will be ad- 
ministered by a board, similar to the War Industries Board, which 
will be headed by General Hugh S. Johnson. Industry is indeed 
fortunate in securing the services of a man of such ability and 
qualifications. The basic rules and regulations which will outline 
the operating details of this act will undoubtedly be released by 
this board as soon as the law is passed. This phase of the work 
has been well organized in order to carry out the Administration’s 
program for quick and effective application of the law. The 
board will have the power to cancel or modify rules, regulations 
and codes of fair competition. 


2. Organization of Industry 
The first step that each trade group or industry must take to 
avail itself of the advantage of practically self-regulation will be 
the prompt organization of a trade association for the industry. 
This may be an incorporated or an unincorporated association. 
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The type of organization and location of its headquarters are 
questions for each group to answer. Existing trade associations 
of the incorporated type should review their certificates of in- 
corporation and amend them if necessary to take full advantage 
of the proposed law. All existing trade associations should re- 
view their by-laws for the same purpose and make necessary 
changes. 

In organizing new trade associations every effort should be 
made to reach all concerns in the industry, and they should be 
organized in compliance with the following provisions of the law: 

“That such associations or groups impose no inequitable re- 
strictions on admission to membership therein and are truly rep- 
resentative of such trades or industries or subdivisions thereof.” 

In calling the organization meeting every effort should be made 
to reach every concern in the industry. To prevent any charges 
of discrimination or unfairness, it perhaps would be advisable 
to send the notices for the organization meeting by registered 
mail with return receipt requested. Existing trade associations 
should make similar efforts to enroll non-member concerns. The 
activities of a trade association will depend on the problems of 
the particular industry and the following are cited for purposes 
of illustration: Labor, costs and prices, production control, mar- 
keting, trade ethics, statistics, tariff, taxation, transportation, legis- 
lation, legal department, foreign trade, joint purchasing, coopera- 
tive insurance, field work, membership, publicity, public relations, 
interchange of patent rights, relations with Government, relations 
with other industries, general management, and scientific and 
technical problems. 

The most important work of the trade association will be the 
administration of the National Industrial Recovery Act to its own 
industry in cooperation with the Government. This will require 
management of ability. Financing of trade association activities 
is usually based on membership dues assessed on some basis such 
as a flat sum, percentage of net sales, tonnage, number employees, 
capital or some other factor. 


3. Code of Fair Competition 


After being properly organized, the next step the industry or 
trade group should take is to adopt codes of fair competition gov- 
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erning trade practices for their respective industries or sub-divi- 
sions thereof, and to submit these to the President for his approval. 
He may approve such codes if he finds (1) that such trade groups 
impose no inequitable restrictions on admission to membership ; 
(2) that the groups are truly representative of the trades or in- 
dustries which they support; and (3) that such codes are not 
designed to promote monopolies or to eliminate or oppress small 
enterprises and will not tend to discriminate against them, but 
tend to effectuate the policy of the legislation. The President 
may, as a condition of his approval of any such code, impose such 
conditions (including the requirement of making reports and keep- 
ing accounts) for the protection of consumers, competitor, em- 
ployees, and others, and may provide such exemptions and ex- 
ceptions from the provisions of the code as he may deem necessary. 

Every code of fair competition must contain the following 
conditions : 

“(1) That employees shall have the right to organize and bar- 
gain collectively through representatives of their own choosing, 
and shall be free from the interference, restraint, or coercion of 
employers of labor, or their agents, in the designation of such 
representatives 0. in self-organizations or in concerted activities 
for the purpose of collective bargaining or other mutual aid or 
protection; (2) that no employee and no one seeking employment 
shall be required as a condition of employment to join any com- 
pany union or to refrain from joining a labor organization of his 
own choosing; and (3) that employers shall comply with the 
maximum hours of labor, minimum rates'of pay, and other work- 
ing conditions, approved or prescribed by the President.” 

At the present writing, manufacturers are objecting to the 
severe provisions of the above conditions. 

Numerous associations have already sent out questionnaires to 
their members as a basis for establishing a code of fair com- 
petition by which their industry is to be governed. Senator 
Wagner, of New York, co-author of the legislation, has outlined 
in general the permissible contents of a code as follows: (1) 
standards of fair competition; (2) trade practices which should 
be prohibited as unfair, oppressive, or designed to give advantage 
to the employer with the lowest standards; (3) methods which 
should be employed to rehabilitate the industry, to increase its 
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capacity to give employment, and to raise the living standards 
of those who work in it. 

The principles outlined above are naturally very broad, and will 
permit the adoption of a code that will eliminate the abuses of an 
industry. Exchange of information, cooperative marketing, sim- 
plification of style of products, standardization of products, and 
similar features may be included in the code of practice to be 
submitted. It must of necessity prescribe minimum selling prices 
or prohibit sales below total cost and a fair profit, if the industry 
is to effectively control cutthroat competition. After the code sub- 
mitted by the industry has been approved by the President or his 
appointed agencies, it becomes the rules and regulations for that 
particular trade, and applies to all companies and persons engaged 
in the business, whether or not they are members of the trade asso- 
ciation, An enforceable code of rules and regulations has been the 
aim and ambition of industries and their trade associations. This 
law will permit them to realize their ambition as it prescribes 
severe penalties for violation of the adopted code by recalcitrant 
minorities and others. 

A number of industries are preparing codes of fair competi- 
tion for their industries, in order to be in a position to take im- 
mediate advantage of the law as soon as it is enacted. This will 
mean an increase in wages in their industries, together with in- 
creases in prices for their commodities and assure them of profit- 
able operations at a much earlier date. 

4. Basic Rules To Be Prescribed by Government Board 

The board will undoubtedly prescribe basic rules and regula- 
tions dealing with minimum labor rates, working conditions, and 
maximum hours. These should be placed in operation as soon as 
possible. Increase in labor cost will mean increase in prices. A 
tentative schedule of minimum prices or costs will probably be ap- 
proved by the board until accurate minimum prices or costs can be 
established. Industries manufacturing to customers’ specification 
will undoubtedly be required to control prices by establishing mini- 
mum rates for various manufacturing operations and for distribu- 
tion and administrative costs and a fair profit. 


5. Uniform Accounting Methods 
The successful operation of this law will be largely dependent 
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upon the establishment of minimum prices or costs wherever pos- 
sible and in other cases on minimum production, distribution and 
administration costs. Both should be supported by uniform ac- 
counting methods for each trade group or industry. Industries 
requesting approval of minimum prices or operating costs will 
ultimately be required to support their requests with facts, which 
facts should be secured by a survey of the industry. Some of the 
major items to be considered in such a survey are: 


1. Plant Capacity— 
The maximum, normal and present production capacity 
should be determined. All of this information is im- 
portant, especially the normal and present plant capacity. 

2. Market Requirements— 
The normal and present market requirements should be 
determined. There is some talk of using 1926 as rep- 
resenting a normal year. However, each industry must 
determine for itself what constitutes a normal year. A 
comparison of the normal market requirements with the 
normal plant operating capacity will definitely establish 
the relationship between these two factors. Industries 
with considerable excess plant capacity will be confronted 
with the problem of production control. 

3. Material Costs— 
The present and normal material prices and costs should 
be ascertained. Uniform material control and pricing 
methods should be determined. - 

4. Direct Labor Costs— 
The present and normal labor rates should be ascertained 
by classification. Minimum labor rates must be estab- 
lished by the industry as a whole or by localities, depend- 
ing upon conditions of the industry. It is quite possible 
that an absolute minimum wage rate may be established 
for the entire nation. Industries may desire to use a 
higher minimum rate in view of the fact that the Govern- 
ment is anxious to restore purchasing power and is per- 
mitting industry to pass labor increases on to the con- 
sumer. Indications are that pleas for a fair rate of 
profit will not fall on very receptive ears if minimum 
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and other labor rates are not considered adequate by 
the Government Board. 

5. Overhead (Manufacturing expense )— 

The present and normal overhead for each industry 
should be established. The greatest amount of work will 
be in connection with overhead. First will be the adop- 
tion of uniform departmentalization in order to permit 
uniform methods of burden application. Other points to 
be considered will be uniform depreciation rates on a 
fair valuation of the property. In fact, every item 
going into overhead will come under the examination 
in order to determine that it properly belongs in the class 
and has been properly distributed. 

6. Distribution and Administrative Costs— 

The present and normal costs for distribution and ad- 
ministration should be determined for the industry. This 
will be quite an interesting study, as numerous items 
will require an equalization, especially from the stand- 
point of distribution, among manufacturing, selling, and 
administration. 

7. Rate of Net Profit— 

Perhaps one of the most important parts of this survey 
will be to determine what is a fair rate of net profit for 
the industry. This should be based on normal sales 
volumes, taking into consideration the investment, risk 
involved, skill required, turnover, etc. Industry may 
find that the Government’s idea of a fair profit may not 
coincide with the rates used in the old Federal Capital 
Stock Tax Returns. 

8. Uniform Method of Determining Selling Prices— 
Uniform methods of determining selling prices should 
be determined for each industry. This has particular 
application to industries which manufacture to customers’ 
specification. It is the logical follow-through for uni- | 
form accounting methods. To obtain the immediate 
benefits of the provisions of this act, the tentative mini- 
mum prices or operating costs should be established from 
records of companies in the trade who have adequate 
cost systems. These, of course, will have to be supple- 


1471 


= 


| 


N. A. C. A. Bulletin June 15, 1933 


mented by the findings of the survey of the industry as 
soon as it is completed. 

In establishing the tentative or final minimum prices or 
costs it would be advisable to show them in elements of 
cost. Then, as any one of these elements changes it 
would be a simple matter to revise the minimum prices 
or costs for submission to the Board for approval. The 
elements of costs are summarized as follows: Material, 
Direct Labor Overhead, Distribution, and Administrative. 
Provision should then be made for a fair profit and the 
total would represent the minimum selling price of the 
commodity. 


6. Output Control of Industries 

Industries with large excess plant capacities are confronted with 
the problem of apportioning production for their effective con- 
trol. The basis for this apportionment undoubtedly will be estab- 
lished by the Board if the industry is unable to agree on a fair 
basis. The apportionment of production on the basis of the 
average sales for the past five or ten years presents some problems. 
The newcomers in the industry would, of course, want the five- 
year period, whereas the others would prefer the ten-year period, 
Wherever possible the apportionment should be made on unit 
output rather than the sales price. In dealing with this problem 
industries may find a more equitable method to be used in each 
particular case. 


7. Statistical Department ' 

It will be just as important for an industry to know its financial 
condition and operating results as it is for the individual plant of 
the industry. This information will be required to support the fair- 
ness of minimum prices or costs and profits made by the industry. 
These reports will, of course, be compiled from reports submitted 
by each member of the industry. The information obtained from 
these statements will permit the industry to correct unsatisfactory 
conditions as they occur, The uniform accounting methods sug- 
gested will make thi8 information reliable and accurate. It is 
to be noted that the law gives the Government power to compel 
the adoption of proper accounting methods which means uniform 
accounting methods for each industry. 
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& Enforcement of Rules and Regulations 


The most important work of each industry or of its trade asso- 
ciation will be the enforcement of the approved rules and regula- 
tions adopted as a code by the industry in order to effectively stop 
price cutting and unfair competition. The act provides severe 
penalties for violators, but the industry or its trade association 
must obtain evidence and institute prosecution. Non-members of 
the industry may be the most difficult to control. The enforce- 
ment of the code would be greatly simplified if the Government 
would approve regulations which would permit an industry, 
through auditors selected by its trade association or other govern- 
ing body, to examine the books and records of all companies or 
persons engaged in the industry. 

It is proposed-that violations of codes of fair competition 
adopted by an industry and approved by the Board shall be a 
misdemeanor and upon conviction thereof an offender shall be 
fined not more than $500 for each offense. The action is to be 
brought in the United States District Courts and proceedings are 
to be instituted by the United States District Attorneys. 

If the fines prove ineffective in forcing concerns to abide by 
the code, the Board may require the offending concern to obtain 
a license to operate. The offending concern would be subject to 
the same code of the trade. Failure to obtain a license would bar 
the offending concern from operating in interstate commerce or 
so as to affect interstate commerce adversely. Should such trade 
be carried on without a license, the offender would be subject to 
a fine of $500 or imprisonment for not more than six months, or 
both, and each day such violation continues shall be deemed a 
separate offense. The President can revoke the license of any 
offender which means that the concern would be put out of 
business. 

It should be noted that the law places emphasis on the voluntary 
action of industry to avail itself of the advantages of the law. 
Since this law is designed to meet a national emergency it is highly 
desirable that industry act promptly. The President or his duly 
authorized agents are empowered to prescribe a code of fair com- 
petition for industries which do not comply with this law and will 
be supervised by the Government. It is much more advisable for 
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industry to prepare its own rules and regulations than to have 
such a code prescribed for it. When such a code has been pre- 
scribed it is enforceable against all companies in the particular 
industry. 


9. Life of Proposed Law 


The proposed law is to be in effect for a period of two years 
after enactment. This law is a decided departure from our former 
conception of the Government's relation to business. The provi- 
sions of the Sherman Anti-Trust law do not permit industry to 
correct the abuses which exist today. Industry has been power- 
less to prevent ruinous price cutting and unfair practices of un- 
scrupulous competitors. Industry should avail itself of this co- 
operation of the Government, which permits it to eliminate the 
above mentioned abuses and at the same time practically govern 
itself. The successful operation of this law should find industry 
clamoring for its extension at the end of the two-year period 
either in its present or a modified form. From an economic 
standpoint it will do more than anything else to prevent the re- 
currence, or at least greatly mitigate, business depressions. 


ro. General 


Statements have been made that this law cannot be successfully 
applied because it will open the domestic market to our foreign 
competitors. It is inconceivable that the Government would adopt 
this important industrial recovery program without having given 
this vital point due consideration. We ‘cannot prescribe fair 
wages, working conditions, and standards of living for our foreign 
competitors, but this competition should be adequately controlled. 
It is to be noted that the proposed act is not limited to manufac- 
turers alone. Importers will also come under its provisions, and 
it is not unlikely that the Government will effectively meet this 
problem from that standpoint, if our present tariff laws do not 
adequately cover the needs. 

While the proposed act has not become law at the present 
writing it is quite unlikely that any changes will alter the main 
purposes of the act, when it is finally passed. 

The broad powers granted in this bill are based in general on 
the welfare clause and the interstate commerce clause of the Con- 
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stitution. Federal authority over interstate commerce is expressly 
provided in the Constitution, and the Bill is restricted to this basis. 
A broad interpretation is being placed on the scope of the power 
authorized in the Constitution, which will practically place intra- 
state business also under the provision of this act. It is quite 
likely that the states will cooperate with the Federal Government 
in the application of this law. 

Upon exactment of this law the Board will issue definite rules 
of procedure for the administration of the Act. Until then it is 
well for industries to organize and agree on fair trade practices 
for each industry. 


11. Cost Accounting Economic Basis of this Law 


The entire law depends upon the establishment and maintenance 
of fair prices for commodities. This of necessity means that cost 
systems must be based on sound accounting principles and must 
be uniform for the members of each industry. This is the highest 
tribute that a nation can pay to the importance of cost accounting 
as a part of its economic structure. 

The general and cost accounting work that will be required for 
the successful operation of the law is difficult of comprehension. 
Some of the work would be as follows: 

1. Surveys of industries to establish normal and present costs, 
production capacity, fair rate of profit, etc. 

2. Designing new uniform cost systems or revision of pres- 
ent systems to a uniform basis. 

3. Installation of uniform cost systems. This will be a large 
field indeed. While some members of present trade asso- 
ciations are operating under a uniform cost system, by far 
the larger number are without adequate systems, especially 
those who have not been members of the trade association. 

4. Operation of cost systems after installation. This will re- 
quire a large number of cost men, as the use of each 
industry’s uniform cost system will be necessary to the 
proper administration of the law. ; 

5. Investigations and examination for code violations, etc. 

The Administration is bending every effort to put this law in 
operation as soon as possible in order to relieve unemployment. 
Most states have practically exhausted their credit through relief 
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operations during this depression and have asked or will ask 
Federal aid. Conditions existing last winter must be materially 
improved or the results may be dire indeed. Whether or not we 
will subscribe to this new program is not the point. If the Admin- 
istration adopts this program it will require our fullest coopera- 
tion for its successful operation. The cost accountants will have 
no small part in this program and it is difficult to comprehend the 
magnitude of this opportunity. 
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SUMMARY OF PROPOSED NATIONAL INDUSTRIAL 
RECOVERY ACT* 
as 
Passed by the House of Representatives, May 26, 1933 


TITLE I—INDUSTRIAL RECOVERY 


Section I—Declaration of Policy 
Existence of national emergency declared. Policy of Congress 
declared to be: 
To remove obstructions to interstate commerce, 
To promote the organization of industry for cooperative 
action, 
To obtain united action of labor and management under 
governmental supervision, 
To eliminate unfair competitive practices, to reduce unenr 
ployment, to improve standards of labor, 
Otherwise to rehabilitate industry and to conserve natural 
resources. 


Section II—Administrative Agencies 

a. Administration of measure vested in the President who is 
authorized to establish agencies, utilize voluntary services, 
and federal and state officers and employees. 

b. Powers of President may be delegated to designated officers 
and agents: President may establish an industrial planning 
and research agency. 

c. Title I shall cease to be in effect and all agencies established 
thereunder shall cease to exist at the expiration of two years 
after enactment, or sooner upon proclamation of President 
or upon joint resolution of Congress. 


Section I1I—Codes of Fair Competition 
a. Codes of fair competition may be formulated by trade or- 
ganizations for submission to the President. 
The code for an industry may be approved by the President 
if he finds: 
1. That the group formulating the code imposes no in- 


* Reprinted through the courtesy of Chamber of Commerce of the United States, 
Washington, D. C. 
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b. 


equitable restrictions on membership and is truly rep- 
resentative of its industry. 

2. That the code is not designed to promote monopolies, 
to eliminate, oppress, or discriminate against small en- 
terprises and that it will tend to effectuate the policy 
of the title. 

As a condition of approval, the President may impose re- 
quirements for submittal of reports, keeping of accounts, 
and for the protection of consumers, competitors, employees, 
and others, and in the public interest. 

The President may also establish exceptions to and exemp- 
tions from the code. 

Upon approval by President the code shall constitute the 
standards of fair competition for the industry. 

Any violation of such standards “in any transaction in or 
affecting interstate commerce shall be deemed an unfair 
method of competition” as construed in the Federal Trade 
Commission Acts. 

Violation of any provision of code shall be a misdemeanor 
punishable by a fine of not more than $500 for each offense. 
United States district courts are given jurisdiction to pre- 
vent and restrain violations of code ; federal district attorneys 
empowered to institute proceedings. 

When no code has been approved by the President, he may 
upon his own motion or upon complaint prescribe and ap- 
prove a code of fair competition for an industry, such code 
to be binding upon the industry. : 


Section I1V—Agreements and Licenses 


a. 


The President is authorized to enter into agreements with, 
and to approve voluntary agreements between and among, 
persons engaged in an industry, labor organizations, and trade 
organizations, or groups, if, in his judgment, such agree- 
ments will aid in effectuating the policy of the Act and are not 
inconsistent with previously approved codes of fair com- 
petition. 

If essential to make effective codes or agreements, the Presi- 
dent may, after notice and hearing, establish a date after 
which no person can conduct a specified line of business, in 
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or affecting interstate commerce, without a license issued 
under regulations prescribed by the President. 

The President may suspend or revoke any license after notice 
and hearing. 

Persons conducting any business for which a license is re- 
quired, without such a license or in violation of any condi- 
tion thereof, shall, upon conviction, be fined not more than 
$500 or imprisoned not more than six months, or both. 


Section V—Applicability of Anti-Trust Laws 
While Title I is in effect and for sixty days thereafter, all codes, 
agreements, and licenses approved or promulgated by the 
President, and any action complying with the provisions 
thereof taken during such period, shall be exempt from the 
federal anti-trust laws. 


Section VI—Limitations Upon Application of Title I 

a. No trade organization or group shall be eligible to participate 
in activities prescribed in previous sections until it files with 
the President a statement containing such information relat- 
ing to its activities as the President shall prescribe. 

b. The President is authorized to prescribe regulations to assure 
the representative nature of any organization availing itself 
of the benefits of Title I; any organization violating such 
regulations shall cease to be entitled to the benefits of the 
title. 

c. The Federal Trade Commission, at request of the President, 
shall be empowered to make such investigations as he deems 
necessary to effectuate the provisions of this title. 


Section VII—Employment Provisions 
a. Every code, agreement, and license, approved or promul- 
gated, shall contain the following provisions: 

1. That employees shall have the right to organize and 
bargain with representatives of their own choosing and 
that they shall be free from interference or coercion of 
their employers in the designation of their representa- 
tives, or in other concerted activities relating to collec- 
tive bargaining. 

2. That no employee or applicant for employment shall 
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be required to join or refrain from joining any “com- 
pany union” or labor organization. 

3. That employers shall comply with maximum hours of 
labor, minimum rates of pay, and other working con- 
ditions prescribed by the President. 

b. In any industry in which requirements relating to right to 
organize and to collective bargaining are observed, the Presi- 
dent shall afford opportunity for employers and employees, to 
establish, by mutual agreement equitable standards for maxi- 
mum hours, minimum wage rates, and other working con- 
ditions ; such standards, if approved by the President, shall 
have the effect of a code of fair competition. 

c. In any industry where no mutual agreement has been ap- 

proved, the President may investigate labor practices and 
policies and, after hearings, the President may prescribe a 
limited code of fair competition fixing maximum hours, 
minimum wage rates and other working conditions. 
In establishing standards the President may fix differentials 
based upon experience and skill of the employees affected, 
and upon geographical considerations, provided that no clas- 
sifications may be used which would tend to set a maximum 
as well as a minimum wage. 

d. The term “person” is construed to mean any individual, part- 
nership, association, trust, or corporation. 

Section VIII—Application of Agricultural Adjustment Act 

This title shall not be construed to repeal or modify any of the 
provisions of the agricultural adjustment act approved May 
12, 1933. 

Section IX—Rules and Regulations 

a. The President is authorized to prescribe necessary regula- 
tions, and to fix fees for licenses and for filing of codes of 
fair competition. 

Violation of any rule or regulation shall be punishable by fine 
of not to exceed $500 or imprisonment for not to exceed six 
months or both. 

b. The President may cancel or modify any order, license or 
regulation issued under this title and each agreement, code 
or license shall contain an express provision to that effect. 
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PROVISIONS OF INDUSTRIAL CODES AND 
AGREEMENTS* 


- A RECENT bulletin to its members the Chamber provided 

information concerning the measures which industries might 
adopt, in the first instance, in giving effect to the purposes and 
intent of the National Industrial Recovery Act. In this state- 
ment it was suggested that, as the first phase of an attempt to 
relieve unemployment and stabilize industrial conditions, indus- 
tries proceed with plans to present to government authorities ten- 
tative codes of fair competition embracing the subjects of 
maximum hours, minimum wages, price factors, and methods of 
self-enforcement. 

Since the publication of this bulletin numerous questions have 
arisen with reference to the steps which might be taken in the 
direction of effectuating these purposes. This bulletin is designed 
to furnish a reply to some of these inquiries. 

Government authorities temporarily in charge of developing 
the administrative procedure which will become effective with the 
enactment of the legislation recommend that related industries or 
sections of the same industry undertake to get together on a basis 
of common interests in the development of trade agreements and 
codes of fair competition, whenever that is possible. Upon final 
enactment of the: bill, prompt submission of agreements and codes 
of fair competition should be made. 


Standards for Maximum Hours of Work 


The National Industrial Recovery Act has as its purpose the re- 
duction of unemployment. Each industry is expected to limit hours 
of work per employee so as to make work available to more per- 
sons. Standard maximum hours of work may vary from 40 to 48 
hours per week, based on an average of 32 to 40 hours per week in 
any six months period, depending upon the particular industry and 
the extent of unemployment therein. Average weekly hours of 
operation will be determined by the requirements of each industry. 
Most industries have asked for weekly hours in multiples of eight 
which is permissible. 


* Reprinted yee the courtesy of Chamber of Commerce of the United States, 
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Establishment of Minimum Wage Rates 


The objectives of establishing minimum wage standards are to 
increase purchasing power of the mass of the people and to bring 
up to an amount sufficient to establish reasonable standards of liv- 
ing wages in those industries which have become demoralized. 

Standard minimum wages can best be expressed in an hourly 
rate, assuming an average week of 32 to 40 hours, the resulting 
product to be sufficient in fact to provide a decent living standard. 
The minimum wage rate will presumably be adjustable to give 
weight to differences in cost of living in different localities. 

Expressed in dollars per week, the foregoing formula may av- 
erage roughly 15 dollars—a few dollars less, or a dollar or two 
more, depending on local conditions. It will of course be impos- 
sible for industries to guarantee any fixed average hours per week ; 
hence the primary concentration on rate per hour on an assumed 
average hours per week. In consideration of wage rates and earn- 
ings, there should be recognition of an intention under the Recov- 
ery Act to lift purchasing power in view of the level of increased 
commodity prices. 


Price Factors 


Readjustment in hours and wages will result in increased costs 
and, in many cases where the difference cannot be absorbed in in- 
creased prices. The authorities appear to be interested in prices 
only to the following extent : 

Codes of fair competition should prohibit sales below cost (not 
average cost in the industry but the costs of tach unit) to stabilize 
conditions within the industry by protecting those units which are 
willing to cooperate from unfair competition of those who are un- 
willing to cooperate. 

Price agreements which are monopolistic in intention or effect 
are prohibited under subdivision (a) of Section 3. Trade agree- 
ment rules prohibiting sales below cost, should also deal with 
secret rebates, price discrimination, and the like. 


Self-enforcement Codes 


The success of the program contemplated under the Industrial 
Recovery Act largely depends upon the aggressive action by each 
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industry supported by the force of an informed public opinion. 
Therefore, each industry should formulate specific plans for en- 
forcing its own rules and take measures to acquaint the public with 
respect to the common benefits toward which the entire program 
of industrial recovery is aimed, and the industry’s participation 
therein. 
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